" Internal Revénue Service Department of the Treasury
Regional Counsel’

Key District:

e FEB11 1992

Year(s):

Person to Cantact:

|

4 Contact Telephone Number:

Dear Sir/Madam:

» We considered your appeal of the adverse action proposed by your key District
Directur. The paragraph(s) checked below indicate(s) our decision.

X Yoir exemption from Federal income tax under section 501(e) (7D of the Internal
Revenue Code .%:
] confirmed.
[C modified. A new determination letter is enclosed.

R denied er~——-pevoked. You are required to file Federal income tax returns
on Form __1120 for the above years. You should file these returns with
your key District Director, EP/EO Division, within 30 days from the date of
this letter, unless a request for extension of time is granted.

U

You are not a private foundation because you are described in Cecde section(s)

You are an operating foundaticn as described in code section 4242{3)(3).

You have no liability for excise taxes under IRC for the - };
above years. Sk

Your liability for excise taxes under IRC for the above
year(s) was properly reported on your return(s). :
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i

(

i
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There is no change to your unrelated business income tax liability as reported
for the above years.

Your Form(s) 990-T for the above years are accepted as filed.

G

_ AYbu‘may direct questions about the decision to the appeals officer whose name and
‘telephone number ars shown above.

1 ouUrs

© Mid-Atlantic Region Appéals Office Assoclate Chief, Appeals
" . 600 Arch Street, Rm. 4454, Philadelphia, PA 19106

Letter 1370(R0) (1-80)



" CERTIETED MAIL

YT ;\.‘piﬂlcan';:
T e have congldered vonr applicatiam for racngnitlon nf tax exemprion from

' Federal income tax under secrion 501(e¥(T) or the fnrernal Revenie Code and
hme derermmad that yon do not qualify for exemprion under thar section. -Our
_reasons - for this conclusion and the facts on which !he\' are basmi are -
‘-a\mlninnd below, B g
’I‘ha aurpoqm of Vour orymnlz,mkm are to provide for its members - ::mavan!ent
- mesns for flylng aliplanes, improving flying proficlency, and for =ooinl
L rameational and charttable purposes velated to fiving atrnlanan .

‘_z,_‘fThe activltles of your organizavion consist of proUdln? fiying proﬂcienrv
"'._programs Tor vour mambars and mntmenanm of the aireratr, . IR

' »-Your support 5 r!nrh‘ d from mnnthh dunq from mombers and speo!al
: assassms\nts. : . .

purposeﬂ, cubstantlauv nll of tlw actsvitios of which are for such: purpowa_,a‘
amj nn pnrf of thn net nm’ninfm of whioh mm‘ns to rhe bemaﬁ.t of am priVam

sm"!a‘l and recremional cluM which ara ‘:upported solelv'bv membership rees,
and ASALSSMONTS, mcomp Ta:{ Regulations se-"non 1601(0)(:)—1(24)




Revenue Ruling 68-589 published in Cumulative Bulletin 1968-2 on page 266
states that "...In making & determination whether an organization comes within
the provisions of section 50i(c)(7) of the Code, all facts pertaining to its
forms of organization, method of operation and activities should be

considered. An organization must establish (1) that it is a club both
organized and operated exclusively for pleasure, recreation and other
non-profitable purposes and (2) that no part of its net earnings inures Lo the
benefit of any private shareholder or individual. To meet the first
requirement, there must be an established membership of individuals, personal
contacts and fellowship. A commingling of the members must play a material
part In the life of the organization...”.

Exemption under sectlon 50l(c)(/) was granted to a flying club of limited
membership that provides flying privileges solely for its members, assesses
dues based on the clubs fixed operating costs and charge fees based on
varlable operating expenses, and whose members are interested in flying as a
hobby, constantly commingle in informal meetings, maintain and repair the
aircraft owned by the club, and fly together in small groups.

In this case, the organization was granted exemption because there was an
established membership of individuals, personal contacts, and fellowshlip.
Commingling played a material part in the activities of the organization. By
flying and maintaining aircraft in the manner described above, the club
members are jointly participating in the hobby of flying for pleasure and
recreation within the meaning of section 601(c)(7) of the Code. Revenue
Ruling 74-30 published in Cumulative Bulletin 1974-1 on page 137.

Revenue Ruling 70-32 published in Cumulative Bulletin 1970-1 on page 132 cites
an organization that was organized to own and operate aircraft suitable for
business or personal use by its members to ennhle its members to improve their
flying abilities, and, through the ownership, operatlon, ~nJ maintenance of
flving equipment, to provide economical flying facilities for its members.
Membership is open to all persons who are interested in flylng., The sole
activity of the club Involves the ownership, operation, and maintenance of the
aircraft for use by the members. There is little commingling among members
for social or recreational purposes.

This ruling goes on to state that in order for a club to meet the requirements .
for exemption under section 601(c)(7) of the Code, there must be an o
established membership of individuals, personal contacts, and fellowship.
Furthermore, a commingling of members must play a material part in the
activities of the organization. ' :




I

our review of your application Indicates that Your organtrzartion is simiJar in
scope to the lattar arganization oired Aabova. You indleate that the o
membarship meets onca a quarter, Horaver, In order for your organization to
be organized exclusively for pleasurs, vracreation, and other nnon—~-profigabje

purposes, commingling of members must piay a material part In the acrivities
of the organizarion. »

You state that vou don't have an organized social and recrearional pProgram.
The members meer once par quavter when rhey become involvad In refrasher
conrses and develop flight rules, Commingiing within the meaning of 601(c)(7)
has not been astabjished. :

The organization eited in Ravenue Ruling 70-32 was held not to gualify for
examprion from Federa) Incoma tax wunder sactinn H0J(e)(7) of tha Code herause
“the sala asti-ire of tha ahin was rendering Fiving services to irs membars and
there was no significant commingling of its mambears.

“In view of the applicable law eclred above, und the infoermarion you submitrred,
fr Is held rhar vonr mrgandzarion doas nov Quali’y for exemprion from Federal
Income rax under secrion 6OMe)(T) of the Coda bacanse Your sole antivity s
. rendering- flying services ta your members and thepe is no significanrt
“ecommingling of your membars, .. : :

In aceordance with this detarmination, vou are required to flle Federal
- corporate lnnome tax returns on Form 120, ‘ o a

i you do nor accept our findings, we ‘ecommend that ¥ou request a conferance
®ith a member of ouy Regional Office eonferance staff. . Your request for a '
conference should {nciude a, writren appeal giving the facts, Jdaw, and any
other information to support your position as explained within the anclosed -
Publicarion 892. vYou wil then be contacred to. arranga a dare for a
con¥ersnce. The econference may be held ar the Repgional Office, or if you
requast, ar any mutuslly convenient Disrricr Offica, If wa do not hear from
-you within 30 days from the date of this lntrer, thiz detarmination wijl '
become -final. '

Sincerely yours,

Dissrict Director

Enciosui*a: Publ.icatton' 892




